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Independent Auditor’s Report on Compliance for Each Major
Program and on Internal Control Over Compliance
Required by the Uniform Guidance

Kentucky State Committee for

Audits of School Districts
Members of the Board of Education
Ballard County School District
Barlow, Kentucky

Report on Compliance for Each Major Federal Program

We have audited Ballard County School District’s compliance with the types of compliance requirements described
in the OMB Compliance Supplement that could have a direct and material effect on each of Ballard County School
District’s major federal programs for the year ended June 30, 2019. Ballard County School District’s major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of its federal
awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Ballard County School District’s major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance); and
the audit requirements prescribed by the Kentucky State Committee for School District Audits including Appendix 1
to the Independent Auditor’s Contract - Audit Extension Request, and Appendix II to the Independent Auditor’s
Contract - Submission Instructions. Those standards and the Uniform Guidance require that we plan and perform the
audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred
to above that could have a direct and material effect on a major federal program occurred. An audit includes
examining, on a test basis, evidence about Ballard County School District’s compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal program.
However, our audit does not provide a legal determination of Ballard County School District’s compliance.
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Opinion on Each Major Federal Program

In our opinion, Ballard County School District complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal programs for
the year ended June 30, 2019.

Report on Internal Control over Compliance

Management of Ballard County School District is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and performing
our audit of compliance, we considered Ballard County School District’s internal control over compliance with the
types of requirements that could have a direct and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on compliance
for each major federal program and to test and report on internal control over compliance in accordance with the
Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of Ballard County School District’s
internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A
material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in internal
control over compliance with a type of compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control over compliance that might be material
weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over compliance that
we consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal

control over compliance and the results of that testing based on the requirements of the Uniform Guidance.
Accordingly, this report is not suitable for any other purpose.

u)'é(:(z QIW%WA ‘(‘f , L

Paducah, Kentucky
November 5, 2019
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BALLARD COUNTY SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2019

A. Summary of Audit Results:

1.

8.

9.

The auditor’s report expresses an unmodified opinion on whether the financial statements of the Ballard County
School District were prepared in accordance with GAAP.

A significant deficiency that is also considered a material weakness in internal control over financial reporting was
disclosed in the audit of the financial statements and is reported in the Independent Auditor’s Report on Internal
Control over Financial Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards.

. No instances of noncompliance material to the financial statements of the Ballard County School District which

would be required to be reported in accordance with Government Auditing Standards were disclosed during the
audit.

The auditor’s report on compliance for the major federal awards programs for the Ballard County School District
expresses an unmodified opinion on all major federal programs.

. No significant deficiencies or material weaknesses in internal control relating to the audit of the major federal

award programs were reported in the Independent Auditor’s Report on Compliance for Each Major Program and
on Internal Control Over Compliance Required by the Uniform Guidance.

There are no audit findings required to be reported in accordance with 2 CFR section 200.516(a).

The programs tested as major programs were:

Name CFDA #
Cluster:
Special Education Grants to States 84.027
Special Education Preschool Grants 84.173
Title I Grants to Local Educational Agencies 84.010
Twenty-First Century Community Learning Centers 84.287

The threshold for distinguishing between Type A and B programs was $750,000.

The Ballard County School District was not determined to be a low-risk auditee.
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BALLARD COUNTY SCHOOL DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2019

B. Findings - Financial Statements Audit:

Material Weakness
Reference Number 2019-001 Adjustments

Condition: As part of the audit, we proposed material adjustments to the financial statements.

Criteria: The District’s management is responsible for establishing and maintaining internal controls for the proper
recording of all the District’s accounting transactions.

Cause: The District did not identify items to be corrected.

Effect: The design of the internal controls identifying adjustments did not prevent material adjustments.
Recommendation: We recommend the District management and financial personnel review the procedures and
processes involved in recording journal entries and enhance its internal control policies to ensure proper recording of
these items.

Views of Responsible Officials and Planned Corrective Action: We will check for any updates to on-behalf
amounts and post the changes. The finance officer and staff have reviewed all procedures regarding collection of
data for journal entries to ensure all end of year adjustments are captured. The finance officer will request the entries
for recording commodities received, ending inventory, and any receivables from the food service director and record
them prior to initial submission of the audit. All audit entries for this fiscal year will be reviewed at year end next
year to make sure any necessary entries are recorded in the future.

C. Findings and Questioned Costs - Major Federal Programs:

None
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BALLARD COUNTY SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
YEAR ENDED JUNE 30, 2019

Reference Number 2018-001 Adjustments - Material Weakness

Condition: As part of the audit, we proposed material adjustments to the financial statements. The design of the
internal controls identifying adjustments did not prevent material adjustments.

Recommendation: We recommend the District management and financial personnel review the procedures and
processes involved in recording journal entries and enhance its internal control policies to ensure proper recording of

these items.

Current Status: There are still material audit adjustments for fiscal year 2019.
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BALLARD COUNTY SCHOOL DISTRICT

MANAGEMENT LETTER
YEAR ENDED JUNE 30, 2019
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Ballard County School District
Members of the Board
Barlow, Kentucky

In planning and performing our audit of the financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Ballard County School District as of and
for the year ended June 30, 2019, in accordance with auditing standards generally accepted in the United States of
America, we considered Ballard County School District’s internal control over financial reporting (internal control)
as a basis for designing our auditing procedures that are appropriate in the circumstances for the purpose of expressing
our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
District’s internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s internal
control.

However, during our audit, we became aware of several matters that are opportunities for strengthening internal
controls and operating efficiency. We also noted immaterial instances of noncompliance with applicable laws and
regulations which we are required to report to you. These comments and recommendations, most of which have been
discussed with the appropriate members of management, are intended to help the District comply with applicable laws
and regulations, improve the internal control, or result in other operational efficiencies. This letter does not affect our
report dated November 5, 2019 on the financial statements of Ballard County School District.

SEGREGATION OF DUTIES

Finding: As previously noted, the proper segregation of duties does not exist.

Criteria: This District is small, and it is not feasible to hire additional staff necessary to provide the proper segregation
of duties.

Cause: The size of the District’s accounting and administrative staff precludes certain internal controls that would be
preferred if the office staff were large enough to provide optimum segregation of duties.

Effect: Weaknesses in internal controls can create the possibility for the misappropriation of assets and/or fraudulent
financial reporting.

Recommendation: Lack of proper segregation of duties dictates that the board continues to be involved in the financial
affairs of the District to provide oversight and independent review functions. The Superintendent should review
journal entries in addition to the year-to-date budget reports received each month.

Management’s Response: The board will continue to be involved in the financial affairs of the District to provide
oversight and independent review functions. The superintendent will review journal entries in addition to the year to
date budget reports received each month.

DISBURSEMENTS

Finding: During our disbursements testing, we identified two out of forty disbursements for which there was no
approval for payment.

Criteria: Approval of the purchase on a purchase order and approval for payment are two very important and separate
internal controls in the purchasing process.

Cause: There was breakdown in internal controls over purchases.

Effect: Weakness in this internal control could serve as a way to misappropriate funds.

Recommendation: Once the invoices are received and verification all items ordered were received, approval of
payment must be obtained before actual payment is made. This should be in the form of a signature or initials of an
authorized individual on the invoice.

Management’s Response: We have discussed with our District staff and school secretaries about being more vigilant
about the approval to pay and signing for the merchandise process in our District. In turn, the accounts payable clerk
will also double check all tickets before paying the invoices to make sure all necessary steps have been taken.
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Finding: During our disbursements testing, we identified eight out of forty disbursements for which the individual
receiving goods did not initial the packing slip or invoice.

Criteria: When goods are purchased and shipped to the District, the individual receiving the goods must initial the
packing slip or invoice to indicate all items purchased were received prior to paying the invoice.

Cause: There was breakdown in internal controls over the purchasing process. Not all steps were completed before
the payment was made.

Effect: The initials provide accountability and reassurance that the goods have been received and the invoice is ready
for payment. This mitigates the risk of paying an invoice for items that were not received. It also mitigates the risk
of unauthorized purchases through the District that may be shipped to another location.

Recommendation: Extra care should be used to make sure the proper internal control procedures are in place and
being followed.

Management’s Response: We have discussed with our District staff and school secretaries about being more vigilant
about the approval to pay and signing for the merchandise process in our District. In turn, the accounts payable clerk
will also double check all tickets before paying the invoices to make sure all necessary steps have been taken.

PAYROLL

Finding: Currently payroll checks are direct deposited for some employees and payroll checks are printed for other
employees.

Criteria: The District gives employees the choice of direct deposit or printed checks.

Cause: Some employees have a preference to receive a check rather than have it direct deposited.

Effect: 'When both manual checks are printed and payroll is direct deposited, it creates inefficiencies in the payroll
process. Two separate sets of reports are printed: one for printed checks and one for the direct deposit checks. The
reconciliation process would be easier with mandatory direct deposit because the checks would automatically clear
the bank and there wouldn’t be outstanding payroll checks. It would also eliminate the risk of lost checks or improper
distribution of checks. With printed checks, there is a risk of employees cashing checks prior to funds being transferred
to the payroll account resulting in the account being overdrawn.

Recommendation: We recommend the District establish a policy requiring mandatory direct deposit for all employees.
Management’s Response: The Board of Directors will discuss the benefits of direct deposit versus printed checks and
make a decision in the near future about mandatory direct deposit.

All other prior year comments appear to have been properly addressed.
FOOD SERVICE

Finding: It appears a day was missed in the counts for the April 2019 claim report.

Criteria: The food service director pulls a report electronically of the meal counts to use in compiling the federal
reimbursement request.

Cause: There was a breakdown in the internal control reporting process with regards to meals served as a result of
days not being closed out timely.

Effect: An inaccurate number of meal counts was reported on the reimbursement request. Since counts were
underreported, the District was not at risk of having to pay federal funds back.

Recommendation: Meal counts for each day should be closed out in a timely manner to ensure accurate reporting of
meal counts on federal reimbursement requests.

Management’s Response: There was a new kitchen manager in April 2019 and the food service director discovered
that she wasn’t always closing out her days timely. When days aren’t closed, the counts for the open days don’t pull
into the report that the food service director uses to compile the reimbursement request. The food service director has
since conducted training with the managers about the close-out procedures. Additionally, the food service director
now is checking to make sure there are not any open days before she pulls the report for compiling the reimbursement
request.

ACTIVITY FUNDS

The following findings on the activity funds are listed by school in order to ensure the personnel in charge obtain the
appropriate recommendations.



Ballard Memorial High School

Finding: The annual financial report did not agree to the reconciled bank reconciliation.

Criteria: The total of all school activity fund ending balances must agree to the reconciled bank balance. The
reconciled bank balance should be the balance per the bank statement plus deposits in transit less outstanding checks.
Cause: There was a breakdown in internal controls over cash and reporting of school activity funds. A balance sitting
in a cash on hand account on the monthly reports was excluded from the activity fund accounts making the monthly
report balances less than the bank balances.

Effect: When accounts were not properly reconciled, this created an opportunity for misappropriation of funds. The
individual school activity fund account balances were not correct.

Recommendation: School activity funds must be reconciled with the bank balance on a monthly and timely basis.
This should be done no later than the fifteenth of the following month. Any discrepancies should be resolved
immediately.

Management’s Response: The previous treasurer, who was treasurer during the fiscal year under audit, entered all
deposits into one account and then made transfers to move it to the bank account on the books. However, her transfer
amounts did not always agree to the deposit amounts which appeared to be due to keying errors. The new treasurer
has

identified all of the transfer entries that were made incorrectly and corrected them as of July 1, 2019. Since the books
were already closed for June, she could not make the corrections in the prior fiscal year. Bank statements will be
properly reconciled and agreed to the monthly and annual reports.

Finding: While the proper fundraising and inventory worksheets appeared to be prepared when appropriate, they are
not always prepared timely or signed by the principal.

Criteria: According to “Accounting Procedures for Kentucky School Activity Funds,” (the Redbook), fundraisers
involving the sale of items, require the use of the Fundraiser Worksheet (Form F-SA-2B), which is used to recap the
profitability of a fundraiser sales cycle. The activity sponsor shall complete the worksheet and forward the report to
the principal for review and filing within one week of the completion of the fundraising period or event. Fundraiser
activities such as concessions, bookstores, pencil machines, and other activities involving inventory for sale shall use
the Inventory Control Worksheet (Form F-SA-5). The Inventory Control Worksheet recaps the flow of inventory
monthly and identifies overages or shortages; it is not designed to measure profits. The person filling out this form
cannot be the same person that collects monies and completes the Sales Form Concessions/Bookstore/School
Store/Pencil Machine Form (Form F-SA-17).

Cause: There is a lack of adequate training with regard to the guidance governing school activity funds.

Effect: Proper forms to account for and track fundraising that involves the sale of items are not being completed
timely. This is a weakness in internal control that may lead to misappropriation of items and sales from fundraising.
Recommendation: Activity sponsors should be instructed to have all required forms completed and turned in within
one week of the end of the fundraising period. The treasurer needs to ensure that the principal receives any reports
that require a signature.

Management’s Response: Calendar reminders will be sent to the sponsors in charge of fundraisers, and the treasurer
will double check the forms to make sure all signatures are present.

Finding: Donation acceptance forms were all completed but there were instances that the dollar amount of the
donation received was not included on the form.

Criteria: According to the Redbook, the Donation Acceptance Form shall be completed stating the purpose and any
restrictions on the donation received. A detailed description of the donation including the dollar amount of any cash
or checks received should also be included on the form.

Cause: There was a lack of adequate training with regard to the guidance governing school activity funds.

Effect: Proper forms to account for and track donations did not provide a complete description of the items or funds
donated. This was a weakness in internal control that could have led to misappropriation of receipts.
Recommendation: The administration and staff should have proper training for what constitutes a donation and how
to properly complete the donation acceptance form.

Management’s Response: The treasurer will review all donation forms before accepting them.



Finding: The Principal’s Combining Budget was not completed by the due date of May 15%. The individual activity
account budget worksheets were due from the account sponsors to the principal on April 15" but none were dated
before May 18". The principal did not sign or date the budget, and there were no column totals on the report.
Criteria: According to “Accounting Procedures for Kentucky School Activity Funds,” (the Redbook), a budget should
be prepared for all activity funds for the school year unless the school has been specifically exempted by regulations
of the board. Budgets provide a guide for the coming year’s revenues and expenditures. This helps the principal,
treasurer, and corresponding sponsor have an approximation of the funding that will be available so they may plan
activities accordingly. Budgets also provide a reasonable estimate that can be compared to the actual numbers and
allow for any large discrepancies to be investigated. The budget is due by May 15" of the prior fiscal year and, at
minimum, should contain estimated beginning balances, estimated revenues, estimated expenditures, and estimated
ending balances.

Cause: Receiving the worksheets from the sponsors was sometimes a difficult task. When the individual activity
account budget worksheets were not received timely, it delayed the completion of the combining budget.

Effect: A budget was not completed including all appropriate totals and signatures by the due date in accordance with
the guidance of the Redbook.

Recommendation: The sponsors for each activity fund account must provide the principal individual account budgets
by April 15th. The principal must combine these into a budget for the overall activity funds by May 15th. For each
individual account listed on the budget, and in total, the beginning balance plus budgeted receipts less budgeted
expenditures should equal the ending budgeted balance. An excel spreadsheet with formulas would be helpful in
preparing the budget. The budget must be signed and dated by the principal.

Management’s Response: Calendar invites and reminders will be sent to all account sponsors reminding them to have
their budgets turned in before April 15", They will be requested to complete these in Google Doc that has been shared
with them. The budgets will have totals for the columns.

Finding: There were two instances of proper procedures not being followed dealing with receipts. In one instance,
the primary receipt was dated one day later than the multiple receipt form. The second instance was gate money from
a basketball game not being deposited timely. The game was Thursday, December 6. The treasurer was out Friday
and the following Monday. This was appropriately documented, and the money was in the safe. The treasurer dated
the primary receipt on December 11" when she returned to the office. The deposit was not made until December 13th.
Lack of timely deposits is a repeat comment from the prior year.

Criteria: According to “Accounting Procedures for Kentucky School Activity Funds,” (the Redbook), all monies
collected should be deposited on a daily basis. If the money is collected after school business hours, then the money
should be deposited on the next business day unless the total collections are less than $100.

Cause: There was a breakdown in internal controls over money collected. Often times staff members did not turn in
the Multiple Receipt Forms daily as instructed.

Effect: Failure to follow the appropriate procedures over receipts and untimely deposits provided opportunities for
misappropriation of funds.

Recommendation: All money collected should be deposited on the day of collection with a primary receipt being
given to the individual remitting the money immediately. If money is collected after school business hours, then it
should be kept in the school safe overnight and deposited the next day. Monies totaling less than $100 may be
deposited on a weekly basis, and no longer than a week should pass between collection and deposit of the money.
Management’s Response: The new treasurer is not sure why the receipts were not turned in and deposited timely.
However, deposits will be made daily. If there is a time a deposit is not made on the day collected, the reasons will
be documented, and the funds will be deposited the next day.

Finding: Two payments by the high school to a vendor were made before the payment was approved.

Criteria: The purchase orders and payments of invoices should be completed in the appropriate manner in the correct
order before any checks are sent to vendors.

Cause: There was breakdown in internal controls in accounts payable. Not all steps were completed before the
payment was made.

Effect: Weakness in this internal control could serve as a way to misappropriate funds.

Recommendation: All purchases must have a completed and approved purchase order prior to the purchase. Once
the invoice is received and verification all items ordered is received, approval of payment should be obtained before
actual payment is made.

Management’s Response: Checks will not be written until all supporting documents have been signed and approved
for payment.



Finding: During our disbursements testing, we identified three disbursements in which the invoice or packing slip
was not initialed by the person receiving the goods.

Criteria: When goods are purchased and shipped to the District, the individual receiving the goods must initial the
packing slip or invoice to indicate all items purchased were received prior to paying the invoice.

Cause: There was breakdown in internal controls over the purchasing process. Not all steps were completed before
the payment was made.

Effect: The initials provide accountability and reassurance that the goods have been received and the invoice is ready
for payment. This mitigates the risk of paying an invoice for items that were not received. It also mitigates the risk
of unauthorized purchases through the District that may be shipped to another location.

Recommendation: Extra care should be used to make sure the proper internal control procedures are in place and
being followed.

Management’s Response: The treasurer will make sure all packing slips are signed.

Finding: One disbursement for $100 had supporting documentation attached to it that did not appear to go with the
check and no documentation for the amount of the check. Check 10261 was dated March 8th and was paid to the
career and technical center (CTC) in the amount of $100 stating it was interest earned. No invoice or purchase order
was attached. The only thing attached was a multiple receipt form dated March 1st for a state ad. These did not appear
to relate to each other.

Criteria: All disbursements must have supporting documentation including an approved purchase order prior to the
purchase and an invoice or standard invoice. All supporting documentation should be attached to the cancelled check
and equal the amount of the check.

Cause: There was a breakdown in internal controls in accounts payable. One individual served as treasurer of both
the high school and CTC. Records were mixed together and funds have in the past been deposited or recorded in the
wrong account.

Effect: Weakness in this internal control could serve as way to misappropriate funds. Without proper supporting
documentation, there was no way to know if this was a legitimate expense.

Recommendation: There have always been issues with money being confused between the bank accounts of the CTC
and the high school. This was usually easily caught and fixed because of following the appropriate month end close
procedures. When there are switches between the two schools, there needs to be documentation that explains the
situation. Extra care needs to be taken to make sure the proper documentation including an approved purchase order
and invoice is filed with the corresponding cancelled checks.

Management’s Response: As this occurred when the previous treasurer was there, the new treasurer could not
determine exactly what this was or what happened in this instance. The treasurer will double check to make sure all
disbursements have the correct supporting documentation attached to them.

Finding: Several reports did not have the unsold end tickets attached but did have the beginning tickets attached.
Criteria: The first ticket available on the roll should be attached to the ticket report. The first ticket number sold (not
the one attached to the form) is the beginning ticket number to be recorded on the report. The ending ticket number
recorded on the form is the next ticket number on the ticket roll that was not sold. The difference between these
numbers is the number of tickets sold. The count of cash column should list the number of each denomination on
hand. The total cash counted should equal the total sales plus change. Any discrepancies noted by the school
treasurer’s review of the ticket reports should be resolved immediately.

Cause: The proper procedures over ticket reports were not clearly understood by the individuals in charge of them.
Effect: The risk of altering the ticket reports in an attempt to misappropriate funds increases when proper procedures
are not followed.

Recommendation: The proper procedures for completing ticket reports should be communicated to those working
gates at all athletic events. The completeness and accuracy of ticket reports should continue to be verified by the
Treasurer when the reports are turned in.

Management’s Response: The ending tickets were sold.

Finding: 1t appears only one person was working the gate for ticket sales on several occasions due to only one name
being listed on the ticket reports.

Criteria: Two people are required to work the gate: one ticket seller and one ticket taker. Both individuals should
sign the ticket reports.

Cause: The proper procedures over ticket reports were not clearly understood by the individuals in charge of them.



Effect: The risk of altering the ticket reports in an attempt to misappropriate funds increases when proper procedures
are not followed.

Recommendation: There must be two individuals working the ticket gates at all times. The proper procedures for
completing ticket reports should be communicated to those working gates at all athletic events. The completeness and
accuracy of ticket reports should continue to be verified by the Treasurer when the reports are turned in.
Management’s Response: Changes have been made to make sure there are two people working every gate.

All other prior year recommendations appear to have been properly addressed.

Ballard County Middle School

Finding: Donation acceptance forms were all completed but there were instances that the dollar amount of the
donation received was not included on the form.

Criteria: According to the Redbook, the Donation Acceptance Form shall be completed stating the purpose and any
restrictions on the donation received. A detailed description of the donation including the dollar amount of any cash
or checks received should also be included on the form.

Cause: There was a lack of adequate training with regard to the guidance governing school activity funds.

Effect: Proper forms to account for and track donations did not provide a complete description of the items or funds
donated. This was a weakness in internal control that could have led to misappropriation of receipts.
Recommendation: The administration and staff should have proper training for what constitutes a donation and how
to properly complete the donation acceptance form.

Management’s Response: The treasurer will double check donation forms to make sure a complete description
including the dollar amount is filled in on the donation acceptance forms.

Finding: Several transfer forms did not include the sponsor’s signature indicating approval to transfer funds from
their account. Only one of the forms had an explanation stating sponsor was no longer with the District.

Criteria: According to the Redbook, all transfers must first be approved by the account sponsor and principal through
the completion of the transfer form (F-SA-10).

Cause: There is a lack of adequate training with regard to the guidance governing transfers within school activity
funds. It has been troublesome in the past to get the sponsors to follow the correct procedures.

Effect: The proper forms are not being completed. This is a weakness in internal control that may lead to insufficient
funds in individual accounts.

Recommendation: We recommend that no transfers be done without completing the proper transfer form and obtaining
the proper approvals.

Management’s Response: The treasurer will check to make sure all sponsors have signed the transfer forms prior to
making the transfers.

Finding: During our disbursements testing, we identified one disbursement in which the invoice or packing slip was
not initialed by the person receiving the goods.

Criteria: When goods are purchased and shipped to the District, the individual receiving the goods must initial the
packing slip or invoice to indicate all items purchased were received prior to paying the invoice.

Cause: There was breakdown in internal controls over the purchasing process. Not all steps were completed before
the payment was made.

Effect: The initials provide accountability and reassurance that the goods have been received and the invoice is ready
for payment. This mitigates the risk of paying an invoice for items that were not received. It also mitigates the risk
of unauthorized purchases through the District that may be shipped to another location.

Recommendation: Extra care should be used to make sure the proper internal control procedures are in place and
being followed.

Management’s Response: The treasurer will make sure all packing slips are signed.

All prior year recommendations appear to have been properly addressed.

Ballard County Elementary School

Finding: During our disbursements testing, we identified one disbursement in which the purchase order was dated
after the order dated and there were no initials of the person receiving the goods on the invoice or packing slip.



Criteria: In order to be compliant with Redbook, an approved purchase order must exist prior to purchasing items.
All disbursements from student activity funds require a purchase order. When goods are purchased and shipped to
the District, the individual receiving the goods must initial the packing slip or invoice to indicate all items purchased
were received prior to paying the invoice.

Cause: There is a lack of adequate training with regard to the guidance governing school activity fund purchases.
Effect: The approved purchase order serves as a way to make sure the funds for the purchase are available. The
initials provide accountability and reassurance that the goods have been received and the invoice is ready for payment.
This mitigates the risk of paying an invoice for items that were not received. It also mitigates the risk of unauthorized
purchases through the District that may be shipped to another location.

Recommendation: Extra care should be used to make sure the proper internal control procedures are in place and
being followed.

Management’s Response: Unfortunately, some staff purchased things, and then completed the purchase order. The
purchasing procedures have been given to all staff. The treasurer will make sure all packing slips or invoices are
signed.

All prior year recommendations appear to have been properly addressed.

Ballard County Career & Technical Center (BCCTC)

Finding: The annual financial report did not agree to the reconciled bank reconciliation.

Criteria: The total of all school activity fund ending balances must agree to the reconciled bank balance. The
reconciled bank balance should be the balance per the bank statement plus deposits in transit less and outstanding
checks.

Cause: There was a breakdown in internal controls over cash and reporting of school activity funds. A balance sitting
in a cash on hand account on the monthly reports had to be added to the checking balance on the monthly reports to
equal the total balances of all activity accounts.

Effect: When accounts were not properly reconciled, this created an opportunity for misappropriation of funds. The
individual school activity fund account balances were not correct.

Recommendation: School activity funds must be reconciled with the bank balance on a monthly and timely basis.
This should be done no later than the fifteenth of the following month. Any discrepancies should be resolved
immediately.

Management’s Response: The previous treasurer, who was treasurer during the fiscal year under audit, entered all
deposits into one account and then made transfers to move it to the bank account on the books. However, her transfer
amounts did not always agree to the deposit amounts which appeared to be due to keying errors. The new treasurer
has identified all of the transfer entries that were made incorrectly and corrected them as of July 1, 2019. Since the
books were already closed for June, she could not make the corrections in the prior fiscal year. Bank statements will
be properly reconciled and agreed to the monthly and annual reports.

Finding: No transfer forms were located for any of the transfers done at the BCCTC. This is a repeat comment from
prior years.

Criteria: According to the Redbook, all transfers must first be approved by the account sponsor and principal through
the completion of the transfer form (F-SA-10).

Cause: There is a lack of adequate training with regard to the guidance governing transfers within the school activity
funds.

Effect: The proper forms are not being completed. This is a weakness in internal control that may lead to insufficient
funds in individual accounts.

Recommendation: We recommend that no transfers be done without the completing the proper transfer form and
obtaining the proper approvals.

Management’s Response: Transfer forms will be completed and signed before transfers are made.

Finding: The Principal’s Combining Budget for the year did not foot and cross foot, was dated 15 days late, and the
principal did not sign or date the budget. This is a repeat comment from the prior year.

Criteria: According to “Accounting Procedures for Kentucky School Activity Funds,” (the Redbook), a budget should
be prepared for all activity funds for the school year unless the school has been specifically exempted by regulations
of the board. Budgets provide a guide for the coming year’s revenues and expenditures. This helps the principal,
treasurer, and corresponding sponsor have an approximation of the funding that will be available so they may plan



activities accordingly. Budgets also provide a reasonable estimate that can be compared to the actual numbers and
allow for any large discrepancies to be investigated. The budget is due by May 15" of the prior fiscal year and, at
minimum, should contain estimated beginning balances, estimated revenues, estimated expenditures, and estimated
ending balances.

Cause: In the past it has been difficult to get the sponsors to submit their budgets to create the principal’s budget.
The mathematical errors could have been avoided if the budget was created in a spreadsheet.

Effect: The school did not have a timely and accurately prepared balanced budget.

Recommendation: The sponsors for each activity fund account should provide the principal the individual account
budgets by April 15th. The principal should combine these into a budget for the overall activity funds by the due date.
For each individual account listed on the budget, and in total, the beginning balance plus budgeted receipts less
budgeted expenditures should equal the ending budgeted balance. An excel spreadsheet with formulas would be
helpful in preparing the budget to avoid mathematical errors. The budget must be signed and dated by the principal.
Management’s Response: A calendar invite and reminder will be sent to all account sponsors reminding them to have
their budgets turned in by April 15". They will be requested to complete these in Google Doc that has been shared
with them. They will be asked to make sure the columns are totaled. The treasurer will check to see the appropriate
signatures and dates are on the budget.

All other prior year recommendations appear to have been properly addressed.
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We will review the status of these comments during our next audit engagement. We have already discussed many of
these comments and suggestions with various District personnel, and we will be pleased to discuss them in further
detail at your convenience, to perform any additional study of these matters, or to assist you in implementing the
recommendations. This communication is intended solely for the information and use of the Board, management, and
others within the District as deemed appropriate, and is not intended to be, and should not be, used by anyone other
than these specified parties.
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Paducah, Kentucky
November 5, 2019



